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Based on Hong (2001) and Hong (2009), this paper examines the relationship 
between Shanghai and London spot gold price. We apply Granger causality in mean, 
in variance and in risk to find the volatility spillover and risk spread between the two 
return series. At the same time, we divide both the two return series into two parts by 
the day that Shanghai gold futures been traded on the Shanghai Futures Exchange. We 
want to examine whether the lead-lag relationship has been changed before and after 
that day. After that, we research the correlation between the Shanghai spot and future 
gold price to test the efficiency of Shanghai gold futures. 
The empirical results show that the one-way causality relationship has not 
changed both before and after the day that Shanghai gold futures been traded. In other 
words, the direction of the mean and volatility spillover is from London spot gold to 
Shanghai spot gold. Besides, a larger rise and fall of London spot gold price in general 
will cause similar changes of Shanghai spot gold price but vice versa is not true. As of 
the relationship between the Shanghai spot and future gold price, we find that the spot 
gold price takes a leading role in price discovery, volatility spillover and risk spread. 
This shows that China's gold futures market is still immature. 
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